he Real Estate _,,... 
TRENDS ~ 


A concise monthly digest of real estate and construction 
fundamentals and trends......... A part of the complete 
service known as the Real Estate Analyst Reports. 


Copyright 1948- by ROY WENZLICK & CO. - Saint Louis Number 24 


Rea. Estate ECONOMISTS, APPRAISERS ANO COUNSELORS 





Volume XVII 








According to “schedule” the real estate boom has 
REAL ESTATE ACTIVITY about two more years to run. This means that the 

present downward trend will drive the real estate 
activity index from above to below the long-range computed normal sometime around 
1950. The revised figures on real estate activity for March of this year showed a 
drop in our index of 10 points (from 41.9 to 31.9). This is the biggest drop in the gen- 
eral decline which began in June 1946, The index fell nearly five more points in 
April, and at present rests at 27.1 points above the long-range computed normal, 





We use the word “schedule” in referring to the boom, because in five of the eight 
real estate booms preceding this one, the length of time from the peak to the end of 
the boom was four years, and if this length of time prevails again, the boom will be 
over sometime in 1950, about four years after the peak in May of 1946, In the boom 
of 1872 the time from peak to the end of the boom was only three years, and in the 
- & booms of 1888 and 1906 the time was five years, In the booms of 1888 and 1906, the 
last year or so was only slightly above normal, 


In summing up these past indications we would say that the history of the real es- 
tate cycle points toward sometime in 1950 as the end of the boom, whereas the present 
behavior of the activity index implies that this boom may follow the course of the 
boom of 1872 and finish out about three years from its peak, or sometime in 1949, 
We.are still inclined toward the former possibility and think that the end of the boom 
will fall nearer to 1950 than to 1949, It may even last a year or two beyond that date, 


It must be remembered that we are discussing the national real estate picture and 
that local conditions can precede or lag the national by several months, The follow- 
ing breakdown shows the percentage distribution through the months of 1946 when 
various groups of cities reached their peak in real estate activity. 


% of cities reaching their 


Month peak of real estate activity 
February 3% 
March 25% 
April 16% 
May 28% 
June 8% 
July 11% 
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BUILDING COSTS OF A STANDARD FIVE ROOM 


Costs are grouped into four classifications of material, four of labor and three of over- 
head. A further breakdown of these groups is given in detail below. Columns of the 
table are numbered, and a brief description of the items included in each is given in the 
paragraphs below. Paragraphs are numbered tocorrespond with the columns described. 
Building material costs are indicated by the letter M; corresponding labor items, in red 
by the letter L. 
*No labor items are shown in Column 10, Building Hardware 
included in Column 5, Millwork, 
Group A 

(1) Masonry: Cement, sand, gravel, quick lime, hydrated lime 

face and common brick, fire brick, flue lining. 

(2) Tile Work: 4-1/4 x 4-1/4 wall tile, ceramic floor tile, cap and base 
Group B 

(3) Unfinished Lumber: ‘H” columns, ‘I” beams, floor and ceiling 

and exterior studs, rafters, bracing, etc. 

(4) Finished Lumber: Sub-flooring, sheathing, finished floors, 

ing, roofing felt, shutters, etc, 

(5) Millwork: Windows, doors, trim, kitchen cabinet, stairs. 
Group C 

(6) Heating: Furnace, blower, ducts, registers and metal work 
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( (6) (7) 
L M L 
18|$ 224 $87 
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19; 245 92 
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314 96 
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| 324 102 
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503 123 
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| 377 
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412 244 
| 417 233 
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425 179 
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403 
420 
398 
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BRICK VENEER RESIDENCE BUILT IN ST. LOUIS 


(7) Plumbing: Soil pipes and connections, stack, water pipe and connections, lead 
oakum and bathroom fixtures; hot water heater and tank to be furnished by others. 
Group D 
(8) Sheet Metal: Galv. iron (present) gutters, downspouts, flashing. 
(9) Electrical Work: Main switch, BX cable, switch boxes, receptacles, transformer, 
etc. No fixtures included, 
(10) Nails and Hardware 
hardware, bonding clips. 
(11) Painting: White lead, linseed oil, turpentine, varnish, shellac, filler 
(12) Miscellaneous: Wood laths, corner bead, insulation. 
Total Material and Labor Costs 
Group E 
(13) Overhead and profit of subcontractors in plastering, metal work, heating, plumb- 
ing, electrical work and tile work. 
(14) General contractor’s profit. 
(15) Missouri sales tax (now 2% on materials), old age and unemployment tax (Fed- 
eral and State), liability and employees’ compensation insurance, fire and tornado 
insurance, completion bond, 
(16) Total overhead, profit and other costs. 
TOTAL CONSTRUCTION COST 


Common and wire nails, bolts, damper, ash doors, finish 





GROUP D GROUP E TOTAL 
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49 | 2652 1712) 


| (14) 

192 |$305 
188) 305 
201| 311 
226, 345 
255| 386 
253| 408 
256| 483 
283| 583 
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There were two cities that showed double peaks, Buffalo, New York, reached its 
first peak in May 1946, and attained a second peak slightly higher in February 1948. 
Minneapolis, Minnesota, reached its first peak in March 1946, and the second peak, to 
exactly the same height, two years later in March 1948. 


While real estate mortgage activity is not so vio- 
REAL ESTATE lent in its fluctuations in recent years as real es- 
MORTGAGE ACTIVITY tate activity, it does nevertheless follow pretty 

much the same trend, In the last boom, mortgage 
activity was much more violent in its swing than in the present boom, due to the large 
number of second and third mortgages, while most present-day financing is handled 
with one amortized mortgage. Therefore, while the total amount of mortgage money 
is greater during this boom than the last, the financing is done with a smaller num- 
ber of mortgages. 


Mortgage activity started up rather sharply in 1945, about the same time real 
estate activity did, Both reached their peak about the same time in 1946, and started 
down, Both fell until June 1947, when they recovered and started up once again, In 
their second climb, which reached peaks in late 1947, real estate activity showed only 
a slight recovery, whereas mortgage activity, apparently fed by an increase in re- 
financing, recovered to the height reached in the first peak in 1946, Since reaching 
this peak in January of this year, mortgage activity has fallen rather abruptly. In 
January its index stood at 199.6, in February it dropped to 192.5, and in March to 
182.2, a drop of 17.4 points in two months, 


While we do not expect 1948 to be as rampant a year as 1947, either for the real 
estate broker or for the mortgage lender, we believe that sound judgment and hard 
work can make it a very successful year. 


The construction cost of our six-room frame house 
CONSTRUCTION COSTS declined from $13,894 in April 1948 to $13,893 in 

May, whereas the cost of the five-room brick ve- 
neer house increased to $12,151 in May, over $12,146 in April. A drop in lumber 
was largely offset by increases in other items. 


Although nonfarm residential construction is run- 
DWELLING UNITS ning 25 percent ahead of 1947 and seems bound for 

a record year, the rate per 1000 families is still 
far below that of 1922 through 1928. In those years, construction starts were moving 
forward at the rate of 39 to 46 nonfarm residential units per 1000 families per year. 
Although we are building almost as many units as we did in the peak year of the 
twenties, the increase in the number of families makes the present rate only 28 
new units started per 1000 families, 


The acid test for the continued high volume of construction will come as these 
homes are completed, If they meet with stiff sales resistance and move through 
the market slowly, builders are apt to become discouraged regarding the last half of 
the year and curtail their building operations, If, on the other hand, this spring’s 
crop of houses move readily through the market, the last half of the year will see a 
continuation of the construction boom, While it is too early to forecast the outcome, 
we feel that the recent uneasiness over the future has more or less subsided, that 
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business will continue on a high plane for the balance of the year, and that the opti- 
mism of the public is returning. For these reasons it appears, for the time being at 
least, that while the housing market will stiffen somewhat, it will not do so to a great 
enough extent to seriously cripple residential construction, By next month we hope 
the picture will become clear enough for us to write more definitely. 


We have recently completed a survey of 143 cities 
SPECIAL REPORT in which we obtained estimates of various factors 

on our standard six-room frame house(not over 
one year old). We made the same survey in 1942 and 1946. The following table shows 
the averages of all 143 citiesfor the years 1942, 1946 and 1948, and the percentage 
change of the various items from 1942 to 1948 and from 1946 to 1948, 


NATIONAL AVERAGE 


% Change 
1942 1946 1948 ’42-’48 ’'46-'48 
Value of lot - City $ 1,071 $ 1,534 $ 1,617 51.0 9.4 
Ditto - Suburbs 751 1,040 1,156 53.9 11,1 
Value of house & lot - City 7,973 13,916 16,357 105.2 17.5 
Ditto - Suburbs 7,443 12,956 15,600 109.6 20.4 
Monthly rent - City 67 92 120 79.1 30.4 
Ditto - Suburbs 62 83 106 71.0 27.7 
*Taxes, owner & tenant occupancy - City 179 229 259 44.7 13,1 
*Ditto - Suburbs 114 141 170 49.1 20.6 
**Taxes, owner occupancy - City 132 182 216 63.6 18.7 
**Ditto - Suburbs 61 93 99 62.3 6.5 
**Taxes, tenant occupancy - City 188 231 229 21.8 -0.9 
**Ditto - Suburbs 102 133 146 43.1 9.8 
Value ? times monthly rent 119 151 136 
Ditto - Suburbs 120 156 147 
Annual rent as % of value 10.1% 7.9% 8.8% 
Ditto - Suburbs 10.0% 7.7% 8.2% 


*Cities not having homestead tax exemption, 
**Cities having homestead tax exemption. 
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